
STATE OF INDIANA

INDIANA UTILITY REGULATORY COMMISSION

PETITION OF INDIANA MICHIGAN POWER
COMPANY, AN INDIANA CORPORATION, FOR
(1) AUTHORITY TO INCREASE ITS RATES AND
CHARGES FOR ELECTRIC UTILITY SERVICE

THROUGH A PHASE IN RATE ADJUSTMENT; (2)
APPROVAL OF: REVISED DEPRECIATION

RATES; ACCOUNTING RELIEF; INCLUSION IN
BASIC RATES AND CHARGES OF QUALIFIED

POLLUTION CONTROL PROPERTY, CLEAN ) CAUSE NO.
ENERGY PROJECTS AND COST OF BRINGING
l&M'S SYSTEM TO ITS PRESENT STATE OF

EFFICIENCY; RATE ADJUSTMENT MECHANISM
PROPOSALS; COST DEFERRALS; MAJOR
STORM DAMAGE RESTORATION RESERVE

AND DISTRIBUTION VEGETATION

MANAGEMENT PROGRAM RESERVE; AND
AMORTIZATIONS; AND (3) FOR APPROVAL OF
NEW SCHEDULES OF RATES, RULES AND
REGULATIONS.

SUBMISSION OF DIRECT TESTIMONY OF

JASON M. STEGALL

Petitioner, Indiana Michigan Power Company (l&M), by counsel, respectfully

submits the direct testimony and attachments of Jason M. Stegall in this Cause.

iM-p^ ^^
Teresa Morton Nyhart (Atty. No. 14044-49)
Nicholas K. Kile (Atty. No. 15023-23)
Jeffrey M. Peabody (Atty No. 28000-53)
Barnes & Thornburg LLP
11 South Meridian Street

Indianapolis, Indiana 46204
Nyhart Phone: (317) 231-7716
Kile Phone: (317)231-7768
Peabody Phone: (317) 231-6465
Fax: (317)231-7433
Email: tnvhart@btlaw.com

nkile@btlaw.com

ipeabodv@.btlaw.com

Attorneys for Indiana Michigan Power
Company



CERTIFICATE OF SERVICE

The undersigned certifies that the foregoing was served upon the following via

electronic email, hand delivery or First Class, or United States Mail, postage prepaid

this 26th day of July, 2017 to:

William I. Fine

Abby R. Gray
Indiana Office of Utility Consumer Counselor
Office of Utility Consumer Counselor
115 West Washington Street
Suite 1500 South

Indianapolis, Indiana 46204
infomgt@oucc.in.gov
v\/fine@oucc.in.gov
agray@oucc.in.gov

Jeffrey M. Peabody

Teresa Morton Nyhart (No. 14044-49)
Nicholas K. Kile (No, 15023-23)
Jeffrey M. Peabody (No. 28000-53)
BARNES & THORNBURG LLP

11 South Meridian Street

Indianapolis, Indiana 46204
Nyhart Phone: (317) 231-7716
Kile Phone: (317) 231-7768
Peabody Phone: (317) 231-6465

Attorneys for INDIANA MICHIGAN POWER COMPANY
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Indiana Michigan Power Company
Indiana Jurisdictional Separation Study Projected

Twelve Months Ended December 31, 2018
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12 MOS. ENDED TOTAL COMPANY
DEC. 31, 2018 OTHER PROJECTED FIXED, KNOWN & TOTAL COMPANY

Line TOTAL COMPANY REGULATORY NON-UTILITY BEFORE MEASURABLE AFTER
No. Description PROJECTED ITEMS ITEMS ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS IN RETAIL ALLOCATOR

(1) (2) (3) (4) (5) (6) (7) (8) (9)

1      Transmission 26,443,284             26,443,284             4,916,305              31,359,589             20,449,679           Demand
2 Total Transmission 26,443,284             -                    -                    26,443,284             4,916,305              31,359,589             20,449,679           

3 Transmission Plant - GSU 1,036,210               1,036,210               167,995                 1,204,205               785,266                Demand
4 Transmission Plant 25,407,074             25,407,074             4,748,310              30,155,384             19,664,413           Demand
5    Total 26,443,284             -                    -                    26,443,284             4,916,305              31,359,589             20,449,679           

6      Distribution - Indiana Distribution Plant 49,545,975             49,545,975             25,329,421            74,875,396             74,404,032           Distribution Plant - Indiana
7      Distribution - Michigan Distribution Plant 12,262,539             12,262,539             -                         12,262,539             -                        Non Juris
8      Distribution Direct Assign Acct. 370 (SBSMPP) -                         -                         -                         -                        Direct
9 Total Distribution 61,808,514             -                    -                    61,808,514             25,329,421            87,137,935             74,404,032           

10      General 4,081,469               4,081,469               195,204                 4,276,673               2,893,519             General Plant
11      General Direct Assign Acct. 397 -                         -                         -                         -                        Direct
12      General ARO -                         -                         -                         -                        General Plant
13 Total General 4,081,469               -                    -                    4,081,469               195,204                 4,276,673               2,893,519             

14     Total Depreciation Expense 189,930,784           -                    -                    189,930,784           121,445,033          311,375,817           220,469,129         

15 Amortization Expense
16      Intangible Plant 22,320,833             22,320,833             -                         22,320,833             15,101,868           Payroll
17 Total Intangible 22,320,833             -                    -                    22,320,833             -                         22,320,833             15,101,868           

18      Production 8,036,086               8,036,086               -                         8,036,086               5,240,355             Demand
19      Nuclear -                         -                         -                         -                        Demand
20 Total Production 8,036,086               -                    -                    8,036,086               -                         8,036,086               5,240,355             

21      Transmission Plant -                         -                         -                         -                        Demand
22 Total Transmission -                         -                    -                    -                         -                         -                         -                        

23      Distribution Plant -                         -                         -                         -                        Distribution Plant
24 Total Distribution -                         -                    -                    -                         -                         -                         -                        

25      General Plant -                         -                         -                         -                        Payroll
26 Total General -                         -                    -                    -                         -                         -                         -                        

27     Total Amortization Expense 30,356,919             -                    -                    30,356,919             -                         30,356,919             20,342,223           

28     Amortization of Plant Acquisition Adjustment -                         -                         -                         

29 Total Depreciation & Amortization Expense 220,287,703           -                    -                    220,287,703           121,445,033          341,732,736           240,811,351         
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12 MOS. ENDED TOTAL COMPANY
DEC. 31, 2018 OTHER PROJECTED FIXED, KNOWN & TOTAL COMPANY

Line TOTAL COMPANY REGULATORY NON-UTILITY BEFORE MEASURABLE AFTER
No. Description PROJECTED ITEMS ITEMS ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS IN RETAIL ALLOCATOR

(1) (2) (3) (4) (5) (6) (7) (8) (9)

1     Reg Debits/Credits  - MI Equity Carry Chgs on RES O/U -                         -                         -                         -                        Non Juris
2     Reg Debits/Credits  - MI LCM Deferral (4,794,248)             (4,794,248)             -                         (4,794,248)             -                        Non Juris
3     Reg Debits/Credits - Under Recovery Amort - FMR -                         -                         -                         -                        Demand
4     Reg Debits/Credits - Non-FMR DSI CC - IN Only -                         1,098,696              1,098,696               1,098,696             Direct
5     Reg Debits/Credits - Cook Turbine Replacement - IN Only -                         5,471,088              5,471,088               5,471,088             Direct
6     Reg Debits/Credits Nuclear -                         -                         -                         -                        Demand
7     Reg Debits/Credits Transmission 494,640                  494,640                  -                         494,640                  322,556                Demand
8     Reg Debits/Credits Distribution MI Customer Choice -                         -                         -                         Non Juris
9 Total Reg Debits/Credits (4,299,608)             -                    -                    (4,299,608)             6,569,784              2,270,176               6,892,340             

10 Other Taxes
11 Current Payroll Taxes
12      FICA 13,476,741             13,476,741             -                         13,476,741             9,118,117             Payroll
13      Fed Unemployment 66,237                    66,237                    -                         66,237                    44,815                  Payroll
14      State Unemployment 371,100                  371,100                  -                         371,100                  251,079                Payroll
15   Total Payroll Related Tax 13,914,079             -                    -                    13,914,079             -                         13,914,079             9,414,011             

16  Real and Personal Property Tax 62,323,000             62,323,000             -                         62,323,000             43,372,214           Net Plant
17  Property Tax - Non-FMR DSI -                         -                         -                         -                        Direct

18   Other
19 IN P.S.C. 1,499,400               1,499,400               -                         1,499,400               1,499,400             Direct
20 MI P.S.C. 701,400                  701,400                  -                         701,400                  Non Juris
21 Sales & Use 109,000                  109,000                  -                         109,000                  75,459                  Gross Plant
22 Bus Franchise -                         -                         -                         -                        Gross Plant
23 Regis Fee -                         -                         -                         -                        Gross Plant
24 State Gross Receipts Tax 20,715,673             20,715,673             -                         20,715,673             20,715,673           Direct
25 Federal Excise -                         -                         -                         -                         -                        Demand
26 Taxes on Capital Leases 866,000                  866,000                  -                         866,000                  602,672                Net Plant
27 MI State Single Business Taxes -                         -                         -                         Non Juris

28   Total Taxes Other Than Income 100,128,552           -                    -                    100,128,552           -                         100,128,552           75,679,429           

29 Income Before Income Taxes 370,343,763           (11,644,340)      -                    358,699,424           (95,151,378)           263,548,046           100,626,292         

30 State Income Tax 4,071,608               (639,469)           3,432,139               2,754,013              6,186,152               (931,266)               Direct

31 Current Federal Income Taxes (14,277,667)           (3,851,705)        (18,129,372)           16,410,911            (1,718,461)             (32,572,475)          Direct
32 Deferred Federal Income Tax 93,320,058             93,320,058             (38,931,840)           54,388,218             42,700,316           Direct
33 Deferred Investment Tax Credit (4,686,927)             (4,686,927)             (2,420,341)             (7,107,268)             (4,768,357)            Direct
34      Total Federal Income Taxes 74,355,465             (3,851,705)        -                    70,503,760             (24,941,270)           45,562,490             5,359,484             

35 Net Operating Income 291,916,690           (7,153,166)        284,763,524           (72,964,121)           211,799,404           96,198,074           
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12 MOS. ENDED TOTAL COMPANY
DEC. 31, 2018 OTHER PROJECTED FIXED, KNOWN & TOTAL COMPANY

Line TOTAL COMPANY REGULATORY NON-UTILITY BEFORE MEASURABLE AFTER
No. Description PROJECTED ITEMS ITEMS ADJUSTMENTS ADJUSTMENTS ADJUSTMENTS IN RETAIL ALLOCATOR

(1) (2) (3) (4) (5) (6) (7) (8) (9)

1 Payroll
2 Production
3      Demand Related 152,663,022           152,663,022           152,663,022           99,551,999           Demand
4      Energy Related 4,892,332               4,892,332               4,892,332               3,119,758             Energy
5           Total 157,555,354           -                    -                    157,555,354           157,555,354           102,671,757         

6      Transmission 11,452,083             11,452,083             11,452,083             7,467,937             Demand

7 Distribution 22,849,820             22,849,820             22,849,820             18,346,619           Distribution Plant

8 Customer Accounts 9,181,279               9,181,279               9,181,279               7,187,740             No. of Customers

9 Cust. Svcs/Info 3,245,412               3,245,412               3,245,412               2,540,733             No. of Customers

10           Subtotal 204,283,948           -                    -                    204,283,948           204,283,948           138,214,785         

11 A&G 32,400,298             32,400,298             32,400,298             21,921,449           Subtotal

12 Total Operation and Maintenance Payroll 236,684,246           -                    -                    236,684,246           236,684,246           160,136,234         

13 Payroll Labor Allocation Factor 0.6765817
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DESCRIPTION Indiana Other Total

Demand 0.6521029 0.3478971 1.0000000

Energy 0.6376832 0.3623168 1.0000000

Retail Demand 0.8189071 0.1810929 1.0000000

Retail Energy 0.8179487 0.1820513 1.0000000

Number of Customers 0.7828691 0.2171309 1.0000000

Production Plant 0.6521029 0.3478971 1.0000000

Total Transmission Plant 0.6521029 0.3478971 1.0000000

Distribution Plant - Indiana 0.9937047 0.0062953 1.0000000

Distribution Plant - Michigan 0.0000000 1.0000000 1.0000000

Distribution Plant 0.8029218 0.1970782 1.0000000

Distribution Plant excluding IN-Specific Accounts 0.8023449 0.1976551 1.0000000

General Plant 0.6765817 0.3234183 1.0000000

Total Gross Plant 0.6922801 0.3077199 1.0000000

Total Net Plant 0.6959263 0.3040737 1.0000000

Rate Base 0.6949006 0.3050994 1.0000000

Firm Sales Revenues 0.6303707 0.3696293 1.0000000

Retail Sales Revenues 0.8076418 0.1923582 1.0000000

System Sales 0.6376832 0.3623168 1.0000000

Total O&M Expenses 0.6568444 0.3431556 1.0000000

Factoring Expense 0.8123169 0.1876831 1.0000000

Payroll Labor Factor 0.6765817 0.3234183 1.0000000

Indiana Michigan Power Company
Projected Jurisdictional Allocation Factors
Twelve Months Ended December 31, 2018
































































































